Shrives, 2016). Despite the importance of risk disclosure for the functioning of the capital market, several studies state that managers are reluctant to provide information that could bring advantages for competitors and that they are more likely to emphasize positive information, avoiding to mention negative perspectives (Edwards and Smith, 1996, Linsley and Shrives, 2006) .
If 'risk' is generally defined as positive opportunities and negative uncertainties that can affect firms results (Cabedo & Tirado, 2004 ; Lupton, 1999; Linsley & Shrives, 2006) , forward-looking risk disclosure in this study refers to any information about opportunities, uncertainties or threats that can have a significant impact on future firms results, and about risk management policies to assess longterm prospects as well ( Companies annual reports generally provide a past financial disclosure and do not offer adequate information regarding the future perspective of the firm (Jensen & Berg, 2012) , while shareholders, investors and the other companies stakeholders require long-term projections on financial results and on the risks having potential impact on the firm performance (Aljifri & Hussainey, 2007) .
In the last years, some of the most important accounting standards setters issued regulatory approaches to increase the quality of financial disclosure. In particular, they focused on risk narratives and on forward-looking information provided in the firm annual report to allow investors and the other professional users to understand the expected results of the companies and improve the market efficiency (ICAEW 1997 (ICAEW , 2011 In particular, the above-mentioned European Directives focused on the representation of risks to improve the quality and the transparency of disclosure in the annual reports and to increase the level of narrative information provided by companies.
In this perspective, the aim of the paper is to verify, on the one hand, if the Italian companies disclose future estimations regarding their financial risks and, on the other hand, what are the determinants that affect forward-looking risk information.
On the basis of the above considerations, the article is structured as follows: Section 2 provides the literature review on forward-looking disclosure and the development of the research hypotheses; Section 3 describes the research design and the methodology adopted; Section 4 highlights the findings; Section 5 discusses the main empirical evidences; lastly, Section 6 refers to conclusion with a summary of implications, study limitations and suggestions for future research paths.
LITERATURE REVIEW AND DEVELOPMENT OF HYPOTHESES
Previous studies examined the issue of the company disclosure, in particular focusing on information representation and, moreover, on the relationships between the extent and nature of information disclosed and the firm-specific characteristics (e.g. Marshall (Greco, 2012) , the features of information provided by companies (Maffei et al., 2013; Scaltrito, 2016) . More recently, with specific reference to the disclosure time horizon, Menicucci (2018) focused on integrated reporting, showing that profitability and firm size have a statistically significant relationship with the level of forwardlooking disclosure; on the other hand, financial leverage is found to be insignificant in explaining the extent of the same type of information. Other studies (Manes et al., 2017) pointed out the inability of some managers in formulating forward-risk models and the tendency to apply a backward approach, instead of a forward-looking perspective, thus limiting the opportunity for stakeholders to evaluate possible future impacts of risks faced by the organisation.
Starting from this perspective, the main purpose of this paper is to examine the relationship between firm characteristics and the presence of forward-looking disclosure provided by Italian companies in their annual financial reports.
In particular, building on the above-mentioned studies, the following research hypotheses were set.
Industry. Prior studies investigated the relationship between industry and firm disclosure, with the aim to verify whether companies -in specific business contexts -disclose more or less information than others. In particular, companies exposed to particular risks or which receive greater attention by the stakeholders for their performance could be fostered to provide extensive information (Adams et al., 1998; Cooke, 1992) .
Empirical findings on this perspective are not univocal, given that some scholars argued the absence of a relationship between industry and disclosure (Abraham & Cox, 2007) . Likewise, in the Italian context, Beretta and Bozzolan (2004) did not prove any association. Other scholars ascertain a relationship between the two foregoing variables (Hassan, 2009 ). In fact, firms belonging to the same industry disclosed similar information, as they must be compliant with the same regulatory requirements or, more simply, they are more likely to exhibit an equivalent level of disclosure in order to avoid negative appreciation by the market (Lopes & Rodrigues, 2007) .
Moreover, other studies also highlighted a significant association between the industry and forward-looking disclosure. In this light, Celik at al. (2006) found that firms operating in service and finance sector disclose more forward-looking information as compared with the manufacturing firms. Thus, the following hypothesis was formulated:
H1: There is a positive relationship between industry and the presence of forward-looking risk disclosure.
Size. Agency theory assumes that agency costs, in particular, due to monitoring the expenses, increase proportionally to the number of shareholders (Jensen & Meckling, 1976) . In order to reduce information asymmetry and agent-principal conflict between managers and shareholders, companies provide more information (Healy & Palepu, 1993 , 1995 Independent directors. Some scholars focused their attention on the independent directors and their role in reducing the agency conflict between management and shareholders, through a mitigation of information asymmetries and an improvement in financial reporting (Jensen and Meckling, 1976; Fama, 1980) .
In particular, they investigated whether the presence of independent directors influences reporting practices and encourages a better corporate financial disclosure. Empirical studies showed mixed results. In more detail, some scholars In this perspective, the relevant presence of independent directors ensures effectiveness in controlling and monitoring management (Fama, 1980; Fama & Jensen, 1983 ): remuneration of independent directors, in fact, is not linked to short term performance and, for this reason, their presence can force management to pursue long-term value (Jizi et al., 2014) and to disclose extensive forward-looking information (Wang & Hussainey, 2013). Thus, the following hypothesis was proposed: According to the above-mentioned studies, the following research hypothesis was set.
H4: There is a negative relationship between ownership concentration and presence of forwardlooking risk disclosure.
Leverage. Higher levels of debt could increase risks for the company and they consequently imply The data refer to annual reports of 2016 (before the new European provisions on firm disclosure came into force). Financial companies (banks, investment and holding companies, asset management firms) are excluded from the sample because of the specific regulation on disclosure information and significant differences in financial reporting practices. There have been also removed from the sample the companies whose annual reports were not available or exposed incomplete information on the date of observation (Table 1) . 
Total observations 183
The sample is composed of companies belonging to 16 industries, according to the classification proposed by Borsa Italiana: utilities, telecommunications, real estate, personal and household goods, industrial goods and services, health care, chemicals, construction and materials, travel and leisure, technology, food and beverage, automobiles and parts, media, retail, oil and gas, basic resources (Table 2) . The word "risk" does not need to be contained in a sentence in order to be recognised as expected risk information, but sentences will be coded if they deliver messages pertaining to forward-looking risks (Cabedo & Tirado, 2004 ).
In the coding process, we analysed the time orientation of each sentence in order to verify that it contains information on the future risks or uncertainties and not on the past. In particular, in this study, to determine if companies disclose any forward-looking evidence, we investigate the presence of risk financial information about expected cash flow, earnings, profitability and expenditure plans. The existence or the absence of this information was measured as a dichotomous variable with a score of 1 when information is found, or 0, otherwise. It was carried out a manual examination to filter sentences that contained expected risk information. We employed multiple coders of information to enhance the consistency of the detection process and to achieve a better reliability of data. In particular, this approach was useful to decrease the subjectivity of manual content analysis; no significant differences were detected in coding results and potential discrepancies were assessed and resolved (Milne & Adler, 1999).
Independent variables
The independent variable concerning the industry derives from the Borsa Italiana classification. Each industry sector was assigned a progressive number, identifying 16 different categories ( Table 2 ). The variable referring to firm size was defined as the natural logarithm of turnover (Linsley & Shrives, 2006; Beretta & Bozzolan, 2004) . Board composition reflected the ratio of independent directors to the total number of board members. Blockholder was captured by the proportion between the share of capital held by the first shareholder and the company's equity. Finally, financial leverage was measured as the ratio between the value of the liabilities and the total assets. Table 3 summarises the dependent and independent variables examined their code and description. In our analysis, the dependent variable consists of a binary variable where the value is 1 if risk forward-looking financial information is included in the annual report, and 0 otherwise. Moreover, the independent variables are the following: industry, size, board composition, ownership structure and leverage. We used the statistical package STATA (version 12.0) to test the research hypotheses. In more detail, a cross-sectional analysis was carried out, given that the collected data focus on the fiscal year 2016. Pearson's correlations between independent variables were computed to identify possible multicollinearity problems. Table 5 shows the presence of a significant association between the following independent variables: LN_REV and IND_OVER_BOARD (correlation coefficient: 0.2534; p-value < 0.001). However, the correlation coefficients were well below the critical value of |0.80| (Jing et al. 2008 ). Furthermore, as second check it has been also computed the Variance Inflation Factors (VIFs) in the econometric models and the results were all lower than the crucial value of 10. In particular, referring to the possible presence of multicollinearity problems, mean VIF is 3.94, while, as previously stated, the results for the individual independents variable are beneath the critical threshold mentioned above (Hair et al., 2010 ). The Logit regression model we tested is statistically significant.
RESULTS
Indeed, chi-square is 0.0000, while Pseudo R 2 amounts to 0.3971 (Table 6 ). The findings revealed that firm size has a significant and positive impact on forward-looking risk disclosure (Beta coefficient = 0.9816; p-value < 0.01). Thus, H2 is confirmed. This result supports many prior studies that showed a positive association between firm size and forward-looking disclosure There are several reasons that could explain this result. First, larger sized companies can bear more easily the cost of future projections and extended disclosure than the smallest companies. Second, larger companies disclose more information because they have agency conflict and information asymmetry between executive directors and shareholders. Third, the future performance of larger companies are more stable than smaller companies and so the larger companies are more inclined to disclose forward-looking information to their stakeholders, also to attract potential investors.
The results also show a positive and statistically significant relationship between board composition and forward-looking information (Beta coefficient = 1.3110; p-value < 0.01). Thus, H3 is confirmed. Our findings are consistent with several studies pointing out that independent directors have an important role in corporate governance. In particular, they encourage companies to enhance their financial disclosure to protect stakeholders interests (Eng & , 2011) . Therefore, the presence of independent directors on the board affects the level of information disclosed and the reporting practices of companies. Other empirical evidence are not statistically significant. Indeed, we found no significant association between the other independent variables (industry, blockholder and leverage) and forwardlooking information. As a consequence, H1, H4 and H5 are rejected (Table 7) . 
DISCUSSION
The findings show that firm size and board independence significantly impact on forwardlooking risk information. These results are consistent with prior studies (Healy & Palepu, 1993 , 1995 Cox, 1987 . However, the other determinants, such as industry, ownership structure and leverage are not statistically significant in explaining the presence of forward-looking risk information in the annual reports of Italian listed companies. Our study suggests that large-sized companies are available to give more voluntary information to reduce information asymmetry, to more completely depict their risk profile and to raise funds in the international capital market (Akerlof, 1970) . Moreover, other reasons that can justify these results are to ease a good relationship with shareholders, to mitigate agency conflict and to disclose more information about the situations involving exposure to risks (Jensen & Meckling, 1976) . Furthermore, the demand for information by investors, stakeholders, analysts and market operators could be greater for large companies (Houssain et al., 1994).
As stated above, statistical evidence emerged also regarding board composition (H3). The results suggest that independent directors influence companies' willingness to provide more information on a long-term perspective and to increase the quality of financial disclosure in accordance with other studies (Lim et al., 2007; Liu, 2015; Wang & Hussainey, 2013; Jizi et al., 2014) .
In this regard, it must be considered that the largest companies usually have a higher percentage of independent directors on their boards: therefore, this result is strictly related with the previous finding regarding the relationship between companies size and disclosure. But our findings also show that there is not a significant relationship between industry and forward-looking information (H1), therefore, in the Italian context, the industry is not a determinant characteristic that impacts on companies disclosure (Aljifri & Hussainey, 2007). The results pertinent to H4 and H5 show that, also in these cases, there is no relationship with forwardlooking information provided by the companies. In the end, it is possible to realise that, in Italy, industry belonging, ownership structure and financial exposition do not influence company disclosure. Hence, H1, H4 and H5 were rejected.
CONCLUSION
This study provides empirical evidence on the determinants of forward-looking risk information disclosed by Italian companies in their annual report.
In particular, we investigated whether and to what extent some specific firm characteristics affect the expected risk information.
More specifically, the empirical analysis focuses on the relationship between the expected risk disclosed in the annual report and the following firm-specific characteristics: industry, firm size, board composition, ownership structure and leverage.
The dataset included Italian non-financial companies listed in the FTSE Italia All-Share of Borsa Italiana S.p.A. (London Stock Exchange Group), for the fiscal year 2016. The final sample contained 183 observations. A Logit regression analysis was run to verify the research hypothesis formulated on the basis of extant literature.
The results support the hypothesis that firm size and board independence are positively related to forward-looking disclosure. In other words, larger sized companies disclose more and detailed risk information than the smaller sized. Conversely, other firm characteristics are not statically significant, showing that industry, ownership concentration and leverage do not affect the presence of forward-looking risk information in the Italian firms' annual reports.
Despite the improvement of the disclosure regulation regarding risk information, our results suggest that there are differences in the extent of narrative provided by large and small companies with a relevant impact on the transparency of the annual report. These results have significant implications on many aspects including information asymmetries, firm reputation, cost of capital, resource allocation and well-functioning of the markets (Botosan, 1997; Botosan 2006; Healy & Palepu, 2001 , Deumes, 2008 . Moreover, a poor risk disclosure does not allow the investors and the other stakeholders to assess corporate risk profile and the effects on the expected cash flows, earnings, profitability and expenditure plans (Shrand & Elliot 1998; Linsley & Shrives, 2006) . In this perspective, the assessment of the company risk profile has a relevant impact on shareholders' investment decisions because it enables to understand the longterm financial and economic firms' performance improving the market efficiency (Cabedo & Tirado, 2004) . In other words, the risk disclosure highlights firms uncertainties and opportunities, but also threats, prospects and expectations that can influence long-term performance and value creation process.
This research has some limitation. In particular, the content analysis could be considered a subjective coding method to identify risk disclosed by companies (Linsley & Shrives, 2006) . Nonetheless, this approach has been widely acknowledged and it has been used in other important accounting studies on firm disclosure.
Another limitation is represented by the sample, given that it focuses on the FTSE Italia AllShare Index and it does not include smaller companies and firms from other countries. Cultural attitudes might have a potential impact on firms reporting practices and this could lead to different results (Aljifri & Hussainey, 2007) . Moreover, data were collected with reference to a single year and, as a consequence, future research may extend the assessment period.
About the independent variables, it is well known that ownership structure could be examined focusing on the different profiles, i.e. institutional or individual, resident or non-resident, public, private or characterized by a family or state control (Charkham, 1995 ; La Porta et al., 1999; Thomsen et al., 2000) . In this perspective, extended future research could test the new significant relationship between (other) ownership characteristics and the forward-looking risk disclosure.
Moreover, in this study, we have not considered the professional expertise of the independent directors but only their presence on the total number of board members. Future studies could develop further analysis considering the experience of each independent director and how this item can affect disclosure practices.
Finally, from a wider point of view, we planned to investigate risk disclosure behavior of European companies through a cross-country analysis of forward-looking risk approaches and different disclosure practices. In this regard, future risk disclosure studies could also consider additional firm determinants combining, wherever necessary, different statistical approaches.
